UNITED STATESDISTRICT COURT
EASTERN DISTRICT OF MICHIGAN
SOUTHERN DIVISION

MELEA LIMITED, aGibrdtar corporation, and
PLASTIC MOLDED TECHNOLOGIES, INC.,
aMichigan corporation,

Raintiff,
Civil No. 03-71338
Hon. John Feikens

V.

QUALITY MODELSLIMITED,
aMichigan corporation,

Defendant.

/

OPINION AND ORDER
The underlying action in this case is a patent infringement dispute between the owner of a patent
for gas-asssted injection molding and a manufacturer. After Plaintiffs filed suit and notified some of
Defendant’ s customers of the aleged patent infringement, Defendant filed a counterclam dleging
tortious interference and unfair competition. Defendant filed a Motion to Dismiss or for Summary
Judgment on Flantiffs Converdon, Unjust Enrichment and Patent Infringement clams. Plaintiffs
opposed Defendant’s motion. On July 30, 2003, this Court issued an opinion and order! addressing

Defendant’s motion.

! MeleaLtd. v. Quaity Models Ltd. opinion and order issued July 30, 2003 granting in part
and dismissing in part Defendant’s Motion for Dismissal and Summary Judgment. No. 03-71338 (E.D.
Mich. duly 30, 2003).




After this Court issued that opinion and order, Plaintiff filed three motions. Defendant opposes

al three motions.

Firgt, Plaintiffs move, pursuant to Fed. R. Civ. P. 56, for summary judgment on count one

(conversion) and count two (unjust enrichment).

Second, Plaintiffs move for partid summary judgment on (1) two of Defendant’ s affirmative
defenses, No: 4 (common law fraud or misrepresentation); and 10 (implied and/or express license); and

(2) count three of Defendant’ s counterclaim (estoppd).

Third, Plaintiffs move to dismiss count one (tortious interference with advantageous business
relations) and count two (unfair competition in violation of 15 U.S.C. §1125(q)) of Defendant’s

counterclaim, pursuant to Fed. R. Civ. P. 12(b)(6).

For the reasons below:

. the July 30, 2003, Opinion and Order Melea Ltd. v. Quality Models Ltd., No. 03-71338

(E.D. Mich. duly 30, 2003) (order granting in part and dismissing in part Defendant’s Motion

for Dismissd and Summary Judgment), should be VACATED.

. Defendant’ s Motion to Dismiss and for Summary Judgment on Plaintiffs Claims for Conversion

and/or Unjust Enrichment and/or Petent Infringement is GRANTED.

. the remainder of Plaintiffs Mation for Summary Judgment on its own clams and on

Defendant’ s counterclaims is therefore moot;

. Plaintiffs Motion to Dismiss Counts One and Two of Defendant’ s Counterclamsis



GRANTED.

|. FACTUAL BACKGROUND

A. TheParties

Paintiff Melea Limited (“Meled’) holds patents, including U.S. Patent No. 5,098,637 (“the
'637 patent”), covering certain GAIN molding processes used by suppliers to automotive and other
manufacturers. (Pls” Compl. at 3, 1119-11.) The '637 patent protects a particular patented gas-
assisted injection molding process (“ GAIN Process’), entitled “ Process For Injection Molding and
Hollow Plagtic Article Produced Thereby.” 1d. The '637 patent protection appliesto the
meanufacturing which employs this particular GAIN process which is commonly used in the production
of automotive parts. 1d.

Faintiff Plastic Molded Technologies, Inc. (*PMT”), based in Sterling Heights, Michigan,
manufactures and sdlls goods, machinery, and equipment. (PIs” Mot. for Summ. J. on Counts One and
Two at 1.) AsMeea s appointed independent representative, PMT manufactures and sdlls GAIN
equipment. Id. PMT licenses the patented technology and aso enforces Meled s patent rights. 1d.

Defendant Quality Models Limited (*QML"), manufactures automotive parts for sdeto
automotive suppliers. (Def.’sOpp'nto Pls” Mot. for Summ. J. on Counts One and Two a 2.) QML
and PMT have conducted business together over the past nineyears. (PIs” Mot. for Summ. J. on
Counts One and Two at Ex. A, Dec. Teasdale, 1 3.)

Richard VVandermuren conducted business as VVandermuren Manufacturing and Engineering

(“VME"), and was engaged by PMT, through a Technica Representative Agreement, asa*“technica



representative.” (Def.’s Opp'nto PAls’ Mot. for Summ. J. on Counts One and Two at Ex. 7.) Plaintiff
PMT agreed with VME that VME would build, as an independent contractor, certain GAIN
equipment. Id. Under the contract VME would aso provide consultation servicesto PMT regarding
PMT’ s engineering, licensing, service, and marketing matters. 1d.

B. The 1995 Sale

In 1995, Defendant QML purchased a“GAIN unit” from PMT. 1d. a 2. A “GAIN
unit...regulates and injects gas into amold while a plagtic product isbeing molded.” 1d. a 2,n. 1. “The
gas pushes the liquid plagtic againgt the sdes of the mold, thereby producing a hollow plastic part.” 1d.
QML dedt primarily with Steven VanHoeck (“VanHoeck”), then Sdles Director for PMT. |d. a Ex.
2, Dec. VanHoeck, 1 1. Wilkam Szekesy (“ Szekesy”), the President of QML, contends that QML
“pad PMT infull” for the GAIN unit. 1d. at Ex. 4, Dec. Szekesy, 1 2.

Rantiffsalegetha “PMT conditioned use of the GAIN unit on [QML’g| sgning of the...]”
Equipment Purchase Agreement (“EPA”). (PIs” Mot. for Summ. J. on Counts One and Two at 10, n.
9.) Defendant clamsthat it understood thet it had the right to use the GAIN unit without Sgning an
EPA. (Def.’sOpp'nto Pls’ Mot. for Summ. J. on Counts One and Two at 2.) Defendant, citing
VanHoeck, aleges “that by purchasing the unit, QML automatically was authorized to use dl of
Paintiffs proprietary processes, including the process covered by the patent.” 1d. at 2, Ex. 2, 4.

Defendant dleges that “[a]fter QML purchased the GAIN Unit from PMT, representatives of
PMT helped QML set up the GAIN unit, trained QML how to use the equipment, and trained QML
how to practice the GAIN Process that Plaintiffs now assert QML is not authorized to use” 1d. at 3.

Additiondly, “[o]ver the next severd years, QML used the GAIN unit it had purchased from PMT,”
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and “PMT sarviced the unit and sold QML replacement parts.” Id. at EX. 4, Dec. Szekesy, 1 7.
Furthermore, “PMT never suggested or aleged to QML that its use of the unit violated any patent
owned by PMT or Melea Limited, er never informed QML that it had to execute an [EPA] in order to

use the equipment.” 1d. at Ex. 4, Dec. Szekesy, 1 7.

In June of 1998, Defendant allegedly learned that PMT contacted one of its customers and
accused that customer of infringing PM T’ s patents. 1d. at 3. QML developed the parts at issue, NS
Minivan Running Boards, “using the GAIN Unit it had purchased from PMT.” 1d. QML responded,
on June 12, 1998, sending aletter to PMT asking to discusstheissue. 1d. a EX. 5, Letter of June 12,
1998. Szekesy “never received aresponse from PMT” and “therefore concluded that PMT was
satisfied and considered the matter closed.” 1d. at. 4, Dec. Szekesy, 8.

C. VME's Rdationship With Plaintiff PMT

PMT agreed with VME that VME would build certain GAIN equipment. Id. a Ex. 7. PMT
and VME a0 agreed that PMT would furnish VME with al the raw materials and components
necessary to build the equipment. 1d. Allegedly, this equipment included a“GAIN Gas Asss Unit”
and a machine known as a*“Nitrogen Control Unit.” (Pls’ Mot. for Summ. J. on Counts One and Two
a Ex. A, Dec. Teasdde, 15.) VME sgned a confidentidity agreement and non-disclosure agreement
that stated PMT would retain possession of al the materid shared with VME, required VME to return
al thismaterid upon demand and precluded VME from disclosing the patented processes. 1d. & Ex.
C, Non-Disclosure Agreement.

D. The 1998 Sale




In 1998, QML purchased “certain component parts for agas assst unit and a prototype
nitrogen generator from...[VME].” (Def.’sOpp'nto As’ Mot. for Summ. J. on Counts One and Two
a 4.) Defendant assertsthat QML knew VME was sdlling the parts as aresult of afee dispute
between VME and PMT. Id. at 5.

Vandermuren clams that, “[d]uring the third quarter of 1998, a dispute arose concerning
[PMT g falure to pay outstanding amounts that it owed to VME.” 1d. a EX. 6, Dec. Vandermuren,
5. On September 25, 1998, VME wroteto PMT requiring that PMT pay its outstanding debts to
VME “...infull...by 5 PM Monday October 5, 1998,” or VME “will dispose of any machines and
components and credit your account with the amountsreceived.” Id. a Ex. 14, Letter of Sept. 25,
1998

PMT alleges that ¢ “never fell bebind on atvy of its... obligations to [VME].” (Pls." Mot. for
Surem. J. on Counts Oneand Two a 4.) On the contrary, Plaintiffs dlege that PMT “overpad
[VME]...to keep [VME] from following through on histhreat to sell GAIN equipment out of his
inventory.” Id. a 5. However, according to Vandermuren, PMT did not pay VME by the deadline.
(Def.’ s Opp'nto Ps” Mot. for Summ. J. on Counts One and Two at Ex. 6, Dec. Vandermuren, at i
9.) Therefore, VME s0ld the machines and components in its possession and credited PM T’ s account
with the amountsrecelved. 1d. a Ex. 6, Dec. Vandermuren, at § 7-9. VME sold components to QML
among others. Id. at 9.

According to Vandermuren, VME sold a prototype nitrogen generator as well as some
components for agas assst unit to QML. 1d. at 11. However, Pantiffsalege VME used PMT's

materias “to fabricate a counterfeit GAIN unit” to sl to QML. (Pls." Mot. for Summ. J. on Counts
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Oneand Two a 6.) Vandermuren testified that he told PMT it could take possession of the remaining
asetsin VME' s possession after VME had sold enough of PMT’ s assets to satisfy PMT’ s obligations
to VME. Id. at 110.

Paintiffs alege that after QML purchased the GAIN equipment from VME, QML “concedled”
the equipment “from PMT ingde of its Ontario facility.” (Pls.” Met. for Summ. J. on Counts One and
Two a 9.) However, Defendant clamsthat it never conceded the component purchase from Plaintiffs.
(Def.’s Opp'nto PIs’” Mot. for Summ. J. on Counts One and Two at 6.) Defendant offers evidence
that it asked Plaintiffs to cometo its facility to service these components and PMT sold QML
replacement parts for the equipment. 1d. a Ex. 4, Dec. Szekesy,  12.

Paintiffs alege that they “made numerous demands that [QML] return [the] equipment to
PMTI...]but [QML] refused.” (Pls." Mot. for Summ. J. on Counts One and Two at 6.) Defendant
disputes this contention. (Def.’s Opp'nto AIs” Mot. for Summ. J. on CountsOneand Two at 6.) E.

Plaintiffs Statementsto Defendant QM L's Customers

QML olaims that PMT pontasted two of QML s largest sustomers, Daimler Chrysler and
Bombardier Reoreational Produsts. (Def.’s Opp'nto PIs’ Mot. to Dismissat 4.) On January 29,
2003, PMT contacted Daimler Chryder by letter, and notified it of a*“possble’ infringement of Patent
'637. 1d. a 9, PMT Letter of Jan. 29, 2003. The letter does not name Defendant QML or any other
entity. 1d. On June 16, 2003, Plaintiffs sent asmilar letter to Bombardier Recregtiona Products. 1d.
a Ex. 10. Theletter to Bombardier dso does not mention QML. Id.

F. Procedural Background

On April 4, 2003, Plantiffs filed a three-count Complaint against Defendant for patent



infringement, conversion, and unjust enrichment. Plaintiffs cause of action is based on factsrelated to
two dleged sdes of Faintiffs equipment to Defendant. Plaintiffs dlege that in 1995 Defendant
purchased a GAIN unit from PMT without obtaining the requisite license to use the equipment. (PIs’
Compl. 1118.) Haintiffsdso dlege that in 1998 Defendant purchased GAIN equipment from VME for
less than its purchase price and without obtaining the requisite license to use the equipment. 1d. at 11
17, 18.

On May 9, 2003, Defendant filed a Motion to Dismiss and for Summary Judgment. Defendant
argued that Plaintiffs claim for converson was barred by athree year statute of limitations that alegedly
began to accrue in 1998. (Def.’s Mot. to Dismiss and for Summ. J.,, May 9, 2003, {13.) QML argued
that Plaintiffs cdlam of unjust enrichment was barred by athree year saute of limitations that alegedly
began to accrue in 1995 for the 1995 sdle and 1998 for the VME sdle. 1d. a 4. QML clamed that
FPantiffs cdam of patent infringement was *without merit and should be dismissed as [Defendant] has
an implied license with regard to any GAIN units or component partsthat it acquired.” 1d. at /5.
Defendant dso argued that estoppe should bar Flaintiffs infringement claim because Rlantiffs did not
object to Defendant’s 1995 equipment purchase and dleged unlicensed use until 1999. (Def.’s Reply
Br. in Supp. of Mot. to Dismissand for Summ. J. a 5.)

On July 30, 2003, | issued an opinion granting in part and denying in part Defendant’ s Motion
to Dismiss and for Summary Judgment. | held: (1) Defendant’s motion againgt Plaintiffs converson
clam “is granted as to the 1995 sde, but denied asto the [VME] sd€’; (2) Defendant’s motion against
FPantiffs unjust enrichment clam “is granted as to the 1995 sde, but denied asto the[VME] sd€’; and

(3) Defendant’ s motion againgt Plantiffs patent infringement clam “isdenied.” MdeaLimited v.




Qudity Modds Limited, No. 03-71338 (E.D. Mich. July 30, 2003). | did not grant summary judgment

asto al of Defendant’ s claims because “a genuine issue of materia facts exigts as to whether an ord
license was given to defendant during the 1995 sale and whether defendant has a valid estoppe
defense.”? 1d. a 7. Thus, the opinion left intact Plaintiffs daims of conversion and unjust enrichment
asto the 1998 VME sde, and left intact Plaintiffs patent infringement claim (as to both sdes).

On August 11, 2003, QML filed an Answer, Affirmative Defenses, and Counterclam.
Defendant listed 14 affirmative defenses, including No. 4, “Flantiffs camsfail dueto Pantiffs acts of
fraud or misrepresentation,” and No. 10, “Plaintiffs clams are barred because QML hasimplied
and/or expresslicenses of use” (Def.’s Answer & 5-6.) Defendant aso brought the following three
counterclams: (1) tortious interference with advantageous business relations; (2) unfair competition,
pursuant to 15 U.S.C. §1125(a); and (3) estoppel. 1d. at 9-12.

On April 7, 2004, Plaintiffs filed the instant Motion for Summary Judgment on Count One of
the Complaint, for Common Law and Statutory Conversion, and Count Two of the Complaint, for
Unjust Enrichment. (s’ Mot. for Summ. J. on Counts Oneand Two a 1.) On April 7, 2004,
Haintiffs dso filed the ingant Motion for Partid Summary Judgment on (A) Defendant’ s Affirmetive
Defenses No. 4 and 10, and (B) Count Three of the Counterclaim (estoppdl). (PIs” Mot. for Partia
Summ. J. a 1.) On April 9, Plantiffsfiled the ingtant Motion to Dismiss Counts One and Two of the

Counterclam. (Pls’ Mot. to Dismissat 1.)

2 Furthermore, | stated that Plaintiffs should be afforded an opportunity to depose VanHoeck
and respond to the statementsin the VanHoeck affidavit that support defendant’s clam. Mdea Limited
v. Qudity Modds Limited, No. 03-71338 (E.D. Mich. July 30, 2003).
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[I. ANALYSIS

Fantiffs bring dlams of converson and unjust enrichment againg Defendant deriving from
Defendant’ s dleged lack of title. Plaintiffs dso bring acam of patent infringement againg Defendant
deriving from Defendant’ s lack of alicenseto usethe '637 patent. Plaintiffs clams survive because my
July 30, 2003 Opinion and Order did not fully dispose of those clams. After further consderation, |
find that parts of the opinion’s foundation are untenable. Therefore, | vacate my opinion and order of
Jduly 30, 2003, in its entirety.

| now hold that Plaintiffs granted Defendant an implied license to use the patented '637 process.
Additiondly, | find that when Plaintiffs granted an implied license to Defendant to use the '637 patented
process, Plaintiffsimplicitly acquiesced to Defendant’ s possession of the GAIN equipment. Defendant,
therefore, properly possesses the equipment and retains vaid title to both the equipment purchased
under the 1995 sdle and the 1998 sdle. Thus, Plantiffs may not bring conversion or unjust enrichment
clams against Defendant based on lack of title becauise Defendant has proper title to the equipment.
Furthermore, Plaintiffs may not bring a patent infringement claim based on alack of alicenseto use
Paintiffs patented process because Plaintiffs granted Defendant an implied license to use the '637
patent.

Because | find that Defendant prevails on its Mation to Dismiss and for Summary Judgment on
RAantiffs Clams, two of Plantiffs motions are moot (these moot clams are Plantiffs Motion for
Summary Judgment on Rlaintiffs Clams, and Motion for Partid Summary Judgment on (1)

Defendant’ s Affirmative Defenses No. 4 and 10, and (2) Count Three of Defendant’ s Counterclaim).

A. Motion for Summary Judgment Standard
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Summary judgment is proper if “the pleadings, depositions, answers to interrogatories, and
admissons on file, together with the affidavits, if any, show that thereis no genuine issue asto any
materid fact and that the moving party is entitled to ajudgment as a matter of law.” Fed.R.Civ.P. 56(c).
A fact ismaterid only if it might affect the outcome of the case under the governing law. See Anderson

v. Liberty Lobby, Inc., 477 U.S. 242, 249, 106 S.Ct. 2505 (1986). The court must view the evidence

and any inferences drawn from the evidence in alight most favorable to the nonmoving party. See
Matsushita Elec. Indus. Co. v. Zenith Radio Corp., 475 U.S. 574, 587, 106 S.Ct. 1348, 89 L.Ed.2d

538 (1986) (citations omitted), Redding v. St. Edward, 241 F.3d 530, 532 (6th Cir. 2001).

The burden on the moving party is satisfied where there is an absence of evidence to support

the non-moving party’s case. Celotex Corp. v. Catrett, 477 U.S. 317, 325, 106 S.Ct. 2548, 2554, 91

L.Ed.2d 265 (1986). In order for aclam to survive amotion for summary judgment, the respondent
must “do more than smply show that there is some metaphysicd doubt as to the materid facts.”

Further, “[w]here the record taken as awhole could not lead arationd trier of fact to find” for the
respondent, the motion should be granted. The trid court has some discretion to determine whether the

respondent’s clam is plausble. Betkerur v Aultman Hospitd Association, 78 F.3d 1079, 1087 (6th

Cir. 1996). Seedso, Street v J.C. Bradford & Co.,886 F.2d 1472, 1479-80 (6th Cir. 1989).

B. Implied License

When a patent owner does not expressy authorize the use of a patented process but sellsa
component designed to carry out the process an implied license to use the process may arise. See
Carborundum Co. v. Molten Meta Equip. Innovations, Inc., 72 F.3d 872, 878 (Fed. Cir. 1995);
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McCoy v. Mitsuboshi Cutlery, Inc., 67 F.3d 917, 920 (Fed. Cir. 1995) (finding that in some Situations

the “course of conduct between a patent...owner and an accused infringer may cregte an implied

license....); Hewlett-Packard Co. v. Repeat-O-Type Stencil Mfqg. Corp., Inc., 123 F.3d 1445, 1455

(Fed. Cir. 1997), cert. denied, 523 U.S. 1022 (1998) (a patent owner who sells equipment without a
condition * parts with the right to enforce any patent that the parties might reasonably have contemplated
would interfere with the use of the purchased device.”) The Supreme Court Stated that a patent owner

need not formaly grant alicense to auser to give alicense effect. De Forest Radio and Tel. & Tel. Co.

v. U.S,, 273 U.S. 236, 241 (1927). A patent owner may grant an implied license to another person
through language or conduct “from which that other [person] may properly infer that the owner
consents to his use of the patent in making or using it, or sdlling it, upon which the other acts....” 1d.
According to the Federd Circuit, an implied license may arise where a patent owner has sold
nonpatented equipment used to practice a patented invention if two requirements have been met. Firt,

the equipment must have no noninfringing uses. Met-Coil Systems Corp. v. Korners Unlimited, Inc.,

803 F.2d 684, 686 (Fed. Cir. 1986). “Second, the circumstances of the sale must ‘plainly indicate that
the grant of alicense should beinferred.”” Id.
The accused infringer bears the burden of proving that the patent owner granted an implied

license to the accused infringer. Carborundum Co., 72 F.3d 872, 878.

C. Implied License by Equitable Estoppél

An equitable estoppel may giveriseto animplied license. Zapatalndus. Inc. v. W.R. Grace &

Co.-Conn., 51 U.SP.Q.2d 1619, 1625 (S.D. Ha. 1999) (“Animplied license can be created pursuant

to severd different legd theories, including acquiescence, by conduct, by equitable estoppd.”); see
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aso McCoy v. Mitsuboshi Cutlery, Inc., 67 F.3d 917 (Fed. Cir. 1995). For estoppel to prevent

apatent owner from denying that his conduct granted an implied license to a defendant, dleged to be an
infringer, the defendant must prove three ements. The three dements are: (1) the patent owner’s
mideading conduct “leads the aleged infringer to reasonably infer that the patentee does not intend to
enforce his patent...”; (2) “the dleged infringer rdieson” the patent owner’ s conduct; and (3) because
the aleged infringer has relied on the patent owner’s conduct “the aleged infringer will be materidly

prgudiced if the patentee is dlowed to proceed with itsclam.” Ecolab, Inc. v. Envirochem, Inc., 264

F.3d 1358, 1371 (Fed. Cir. 2001).
1. PMT’ s Mideading Conduct
The first eement requires that the patent owner exhibit mideading conduct from which the

aleged infringer reasonably infers that the patent owner does not intend to enforce his patent. Ecolab

Inc., 264 F.3d 1358, 1371. PMT did demonstrate conduct from which QML could reasonably infer
that PMT did not intend to enforce the '637 patent. PMT represented that by purchasing the GAIN
equipment QML automatically was authorized to use dl of Plaintiffs patented process. (Def.’sOpp'n
to Pls’ Mot. for Summ. J. on Counts Oneand Two a 2, Ex. 2, 4.) VanHoeck testified that at that
time of the 1995 purchase, he“...informed [QML] that by purchasing the equipment they automaticaly

were granted aright to use al GAIN processes.”® 1d. at Ex. 2 2. Additionaly, PMT’s

3 Plaintiffs now request that this Court strike Van Hoek’s Declaration. (Notice of
Pls.” Objections to July 7, 2003, Decl. at 3.) Plaintiffs claim that Defendant, in its reply
brief, improperly raised this declaration as new evidence. Id. Plaintiffs make their
request based on their claim that they have had no opportunity to file a surreply brief
to respond to this new evidence. Id. This Court may permit the parties to file
additional documents in support or opposition to motion, however, Plaintiffs did not
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representatives helped “QML set up the GAIN unit, trained QML how to use the equipment, and
trained QML how to practice the GAIN Process that Plaintiffs now assert QML is not authorized to
use” Id. at 3.

Furthermore, “[o]ver the next severd years, QML used the GAIN unit it had purchased from
PMT,” and “PMT serviced the unit and sold QML replacement parts.” 1d. at Ex. 4, Dec. Szekesy, 1
7. “PMT never suggested or aleged to QML that its use of the unit violated any patent owned by
PMT or Melea Limsted, or never mformed QML that # had to execute an [EPA] to use the
ecuipment.” Id at Ex 4, Deo. Szekesy, 7.

Plamiiffc contend that VanHoeok s letter (dated Desember 4, 1995) demonstrates that PMT
did recuest that QML sign and deliver an EPA to PMT. (Pls.” Mot. for Summ. J. on Counts One and
Two at 7.) However, thisletter clearly does not request that QML either sign or return the EPA to
PMT, nor, | believe, isthat a reasonable inference that can be made from the text of the letter. 1d. at
Ex. N. Plantiffs aso provide Ladney’ s testimony to support their contention. Id. at 7. However,
Ladney’ s Declaration does not lend any more support to Plaintiffs argument than VanHoeck’ s | etter.
Ladney statesthat PMT notified QML to execute an EPA as a condition for practicing Melea's
patents. 1d. at Ex. M, 8. However, Ladney bases this statement on VanHoeck’ s December 4,
1995, letter to PMT. Id. & Ex. M, 110. Therefore, | find that Plaintiffs do not provide any evidence

that Plaintiffs told QML that it was required to execute an EPA as a condition of practicing the Mdea

make a motion to file additional documents. E.D. Mich. LR 7.1(f). Plaintiffs, moreover,
had an opportunity to respond to this declaration at the July 24, 2003, hearing held on
QML’s Motion to Dismiss and for Summary Judgment. Thus, | DENY Plaintiffs’
request to strike Van Hoeck’s Declaration.
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patents.
In June of 1998, QML dlegedly learned that PMT contacted one of QML’s customers and
accused that customer of infringing PM T’ s patents. |d. at 3. On June 12, 1998, QML sent aletter to
PMT asking to discusstheissue. Id. at Ex. 5, Letter of June 12, 1998. Szekesy “never recelved a
response from PMT” and “therefore concluded that PMT was satisfied and considered the matter
closed.” Id. a. 4, Dec. Szekesy, 8.
The Federd Circuit stated that mere silence will not create an estoppel. Hemsireet v.

Computer Entry Sys. Corp., 972 F.2d 1290, 1294-95 n. 5 (Fed. Cir. 1992) (“...mere silence must be

accompanied by some other factor which indicates that the slence was sufficiently mideading asto
amount to bad faith....”) (emphassin the origind). However, Flantiffs ddayed bringing their clam
againg Defendant for more than eight years

A plantiff’s slence will not create an estoppd unless aplaintiff has aclear duty to spesk or
unless continued slence will reinforce “the defendant’ s inference from the plaintiff’ s known

acquiescence that the defendant will be unmolested.” A. C. Aukerman Co., 960 F.2d at 1043.

However, where a plaintiff’ sinaction is combined with other facts respecting the relationship between
the parties, it may give rise to the necessary inference that the claim againgt a defendant is abandoned.

A. C. Aukerman Co., 960 F.2d at 1042. See Scholle Corp. v. Blackhawk Molding Co., 133 F.3d

1469, 1473 (Fed. Cir. 1998) (finding that “...there is no reason why equitable estoppel could not arise

in three-and-a-half years or even sooner.”) Based on Plaintiffs delay to enforce their patent, dong

* Defendant purchased the GAIN equipment from Plaintiffsin 1995 and Plaintiffs did not file
their complaint until 2003.
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with their mideading conduct, Defendant could reasonably conclude that Plaintiffs abandoned their
dam.

Pantiffs do not provide any evidence that refutes these facts. Therefore, viewing the evidence
in alight mogt favorable to the Plaintiffs, | find that Plaintiffs demongirated mideading conduct from
which Defendant could infer that Plaintiffs did not intend to enforce its patent. This conduct includes:
FRantiffs eght year ddlay in bringing its clam, Plantiffs falure to respond to Defendant’ s letter (dated
June 12, 1998), Plaintiffs technicd service, training and provision of replacement components and
VanHoeck’ s statement regarding PMT’ s grant of an automatic license to QML.

2. QML’s Reliance

The second equitable estoppd dement requires Defendant demondrate that it relied on the

patent owner’ s conduct. Ecolab, Inc., 264 F.3d 1358, 1371. In Bandag, Inc. v. Al Bolser’s Tire

Stores, Inc., the court explained that reliance occurs when one is*led to take action by the conduct of

the other party.” 750 F.2d 903, 925 (Fed. Cir. 1984); citing Stickle v. Heublein, Inc., 716 F.2d 1550,

1559 (Fed. Cir. 1983) (citations omitted); see Ao Radio Corp. of Am. v. Andrea, 90 F.2d 612, 615

(2d Cir. 1937). The dement of reliance requires that the accused infringer show that it “had a
relationship or acommunication with the plantiff which lulls the [dleged] infringer into a sense of

Security in going ahead” with aparticular action. A. C. Aukerman Co. v. R. L. Chaides Congtr. Co.,

960 F.2d 1020, 1022 (N.D. Calif. 1993); see dso Water Shave Inc. v. The Gillete Co., 29

U.S.P.Q.2d 1419, 1426-27 (D. Mass. 1993) (sustaining an estoppel defense where Gillete reasonably
relied on the patentee’ s mideading slence; despite evidence that Gillet€' s decision to introduce new

product lines was not affected by the patentee’ s sllence Gillete “would have a least reviewed the patent
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infringement dlam more carefully, and reviewed its busness plansin light of that daim.”)

QML presents evidence of reliance on PM T’ s conduct. VanHoeck told QML that PMT
granted QML an automatic license to use the patented process. (Def.’sOpp'nto Ps” Mat. for
Summ. J. on Counts Oneand Two a 2, Ex. 2, 4.) QML relied on the statement of PMT’ s sdles
director and did not Sgnthe EPA. 1d. a 2. Furthermore, QML sent a letter (dated June 12, 1998) to
PMT asking to discuss potentid patent infringement. (Def.’s Opp'nto PIs” Mot. for Summ. J. on
Counts One and Two at Ex. 5, Letter of June 12, 1998.) PMT never responded to thisletter. Id. at 4,
Dec. Szekesy, 1 8.

Thisstuation isamilar to Wafer Shavev. The Gillete Co., in that case the defendant, dleged to

be an infringer, dismantled its legd efforts concerning the patent a issue when the patent owner failed to
respond to the defendant’ s suggestion of a non-exclusive license. 29 U.SP.Q.2d 1419, 1426-27. The
defendant in Wafer Shave clamed that it relied on the patent owner’ s actions because the defendant
did not purchase the patent to mitigate its damages and diminate its exposure. 1d. That court found
that these factors among others were sufficient to find that the defendant reasonably relied on the patent
owner’smideading slence. Id.

QML’sargument for reliance upon PMT’s conduct is Smilar but not as strong as the dleged

infringer’ scasein Wafer Shave. In contrast to QML, the defendant in Wafer Shave Inc. provided

more proof that it relied on patent owner’s conduct and therefore that defendant presented a stronger

case of reliance than Defendant.® However, that court did not require that defendant to provide an

® The infringer in Wafer Shave proffered evidence that it “would have at least
reviewed the patent infringement claim more carefully, and reviewed its business
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extengve showing of reliance, nor did that court Sate that any separate incident of reliance was
insufficient to establish the reliance eement.
QML provided reliance evidence smilar to that which the accused infringer produced in Wafer
Shave. Given this uncontroverted evidence of QML’sreliance, | find that as a matter of law that QML
aufficiently demongratesthat it relied on PM T’ s conduct.
3. Material Prgjudice

To prove an implied license by equitable estoppel a defendant must also demondtrate that there

was prejudice to the defendant. A. C. Aukerman Co., 960 F.2d. 1020. A defendant, aleged to be an
infringer, must show pregjudice in a change of economic pogtion or aloss of evidence. 1d. at 1041,

see Hdl v. Aqua Queen Mfg. Inc., 93 F.3d 1548 (Fed. Cir. 1996) (finding no prejudice because the

defendant did not “ demongtrate thet the dlegedly prgudicid events occurred after [the patenteg] knew

or should have known of the dlegedly infringing activities™); ABB Rabotics Inc. v. GMFanuc Robotics,

52 F.3d 1062, 1065 (Fed. Cir. 1995). And such a defendant, aleged to be an infringer, does not need

plans in light of that claim.”; “More directly, the fact that Gillette failed to take
affirmative actions to protect itself from a lawsuit seeking many millions of dollars in
damages, such as the one it is facing now, is evidence of its reliance. After [the
patentee] failed to respond to the suggestion of a non-exclusive license, Gillette
dismantled its legal efforts concerning the...patent. It also did not try to mitigate
possible damages by effecting a quick settlement or initiating a declaratory judgment
action.... Gillette had the opportunity...to...buy the patent for a mere $330,000 in order
to eliminate its exposure to being required to incur substantial legal fees and to being
held liable for substantial damages in an infringement suit. Gillette’s assertion that it
would have acted to limit its possible exposure...is fully supported by the fact that
when [another party] raised similar patent claims in the same period and persistently
pursued them, Gillette filed a declaratory judgment action. Finally...Gillette did not
preserve...evidence necessary for the litigation....” Wafer Shave Inc., 29 U.S.P.Q.2d at
1426-27.
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to show capita investments to prove economic prejudice. 1d. Courtsthat did not find economic
prejudice reached their conclusions because the dleged infringer did not prove that its increased
expenditures (e.g. marketing and development costs) were related to the patent owner’ s actions. 1d.
A court should inquire whether the accused infringer has changed its economic position during the
period of the patent owner’sdelay. 1d.

QML presents some evidence regarding materia prgudice. QML clamsthat “but for
Plaintiff’ s representations...QML could have taken measures to protect itself.” (Def.’sOpp'nto Pl.S
Mot. for Partid Summ. J. at 18.) QML explainsthat it continued to do business with PMT after QML
purchased the GAIN unit in 1995, and if QML knew that PMT would assert patent infringement QML
would “have mitigated the expensesthat it isnow incurring.” 1d. Plantiffs do not dispute Defendant’s
clam that Defendant was materidly pregjudiced due to Defendant’ s rdliance on Plaintiffs' conduct.

| believe that QML presents a showing of preudice relating to a change of economic position

asrequired by A. C. Aukerman Co., but QML’s presentation is not very strong.® 960 F.2d. 1020.

Defendant does not articulate the eement of materid preudice as defined by the courtsin Hal and

® Although QML did not present astrong claim of materid prejudice, | believe, however, that
there are other factors weighing in QML’ s favor which QML did not clearly sateinitshbrief. Firg, |
believe that QML must have incurred some marketing and development costs regarding products that
were manufactured with the patented process. These costs would not have been incurred had QML
been aware that it was not licensed to use the patented process. Second, QML hired PMT to service
the GAIN unit, QML purchased GAIN replacement parts from PMT and QML purchased GAIN
components from VME. |Id. a 4, 15. QML incurred these expenditures after PMT should have
known of PM T’ sinfringement because of PM T’ svidtsto QML’sfacility. Additiondly, QML possibly
would not have incurred these expenses related to its GAIN unit had it known that it would not have
been permitted to use the GAIN unit to produce goods using the patented process. Therefore, these
other factors provide additiona evidence that demondgtrates that QML suffered materia prejudice from
its reliance on the PM T’ s conduct.
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ABB RobiticsInc.. Furthermore, Defendant does not state that prgjudicia events occurred after PMT
knew of QML’sinfringement. See Hdll, 93 F.3d 1548. Defendant aso does not claim that increased
expenditures were related to PM T’ s actions, or that Defendant changed its economic position during

PMT sdelay. See ABB RobaticsInc., 52 F.3d 1062. However, Defendant does demonstrate

aufficient unrefutted evidence of materid prgudice.

QML provides uncontroverted evidence to support the three dements of an implied license by
equitable estoppd. Firgt, QML provides evidence that PMT exhibited mideading conduct from which
QML reasonably inferred that PMT and Meeadid not intend to enforce the patent. Second, QML
provides evidence of reliance upon PMT's mideading conduct. Findly, sufficient evidence appearsto
be present to support afinding that QML’s reliance on PM T’ s conduct materiadly prejudiced QML.
Thus, | find that PMT granted an implied license by equitable estoppel to QML when it sold a GAIN
unit to PMT in 1995.

D. Plaintiff’s Motion to Dismiss Count One of Defendant’s Counterclaim (Tortious
| nter fer ence with a Business Relationship)

Defendant aleges tortious interference with business relationsin Count | of its Counterclaim.
(Def.’s Answer at 1 22-23.) Specificaly, Defendant reasons that this claim arises from Plaintiffs
contact with Defendant’ s “ customers and potentid customers and falsaly stating thet certain automotive
supplies provided by QML infringe [Paintiffs] patents.” 1d. Defendant o dleges that as aresult of
Faintiffs “wrongful acts” “QML has suffered damages and has suffered and will continue to suffer
injury and harm.” Id. at 125. Defendant bases count one of its counterclaim on two of PM T’ s |etters.

PMT sent one letter to Daimler Chryder and another to Bombardier. (Def.’s Opp'nto Pls” Mot. to
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Dismissat Ex. 9 and 10.)

1. Standard for a Motion to Dismiss

A clam may be dismissed pursuant to Fed. R. Civ. P. 12(b)(6) for “falure to state aclam upon
which relief can be granted.” On such a motion to dismics, £ “matters outside the pleading are
presented to and not exohided by the sourt, the motion chall be treated as one for summary mdgment
and disposed of as provided m Rule 56" Fed R. Cw. P. 12(b). In thic pace, matters outside the
pleadings have been precented and not exolided by thic Court. The resord mshides a sopy of
Plamiffc’ letters and an affidavit by Michael Stone, the General Comsel of Eastmnan Outdoors, Ins.
disoussng Plamiiffc’ letters. Thus, Plamisffc’ Motion to Dismice chould be treated as a Motion for
Surmary Judgment.

2. Analysis of Plaintiff’s Motion to Dismiss Count | of Defendant’s Counterclaim

Under Michigan law, the dements of tortious interference with a business relationship are: (1)
the existence of avaid business reationship or expectancy; (2) knowledge of the relationship or
expectancy on the part of the defendant; (3) an intentiond interference by the defendant inducing or
causing a breach or termination of the relationship or expectancy; and (4) resultant damage to the

plaintiff. BPS Clinica Lab. v. Blue Cross and Blue Shidd of Michigan, 552 N.W.2d 919, 924-25

(Mich. App. 1996).

The Federa Circuit has “held thet federa patent law preempts state-law tort ligbility for a
patentholder’ s good faith conduct in communications asserting infringement of its patent and warning

about potentid litigation.” Globetrotter Software, Inc. v. Elan Computer Group, Inc., 362 F.3d 1367,
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1374 (Fed. Cir. 2004); citing Zenith Elec. Corp. v. Exzec, Inc., 182 F.3d 1340, 1355 (Fed. Cir.

1999). State law clams*can survive federd preemption only to the extent that those claims are based
on ashowing of ‘bad fath’ action in assarting infringement.” 1d. “Bad faith must be dleged and
ultimately proven, even if bad faith is not otherwise an dement of thetort claim.” Zenith, 182 F.3d at

1355.

A defendant must show that a patentee’ s assertions of infringement were “ objectively basdess’

to demondtrate “bad faith.” Globetrotter Software, Inc., 362 F.3d at 1375-76. A damis“objectivdy

basdess’ if “no reasonable litigant could redisticaly expect success on the merits” 1d. citing Prof’l.
Red Edate Investors, Inc. v. Columbia Pictures Indus., Inc., 508 U.S. 49, 57 (1993). “In generd, a
threshold showing of incorrectness or falsity, or disregard for either, isrequired in order to find bad faith

in the communication of information about the existence or pendency of patent rights” Mikohn Gaming

Corp. v. Acres Gaming, Inc., 165 F.3d 891, 897 (Fed. Cir. 1998); quoted in Golan v. Pingd Enter.,

310 F.3d 1360, 1371 (6th Cir. 2002).

In this case, Defendant has not identified a single fase satement in Alaintiffs letters. Defendant
dlegesthat Plaintiffs “fasdy sat[ed] that certain automotive supplies provided by QML infringe
[Pantiffs] patents” (Def.’s Answer a 1122.) However, in Plaintiffs letter to Daimler Chryder,
Paintiffs did not assert that QML’ s parts infringed Plaintiffs patent. Plaintiffs asserted only that it had
recently cometo its attention that “ Daimler Chryder has severd automotive components which appear
to exhibit characterigics consstent” with Plaintiffs patent. (Def.’s Opp'nto PIs” Mot. to Dismiss at

Ex. 9, PIs’ letter of Jan. 29, 2003.) Defendant offers no evidence that this, or any other statement
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contained in Plaintiffs |etter, is untrue.

In the letter to Bombardier, Plaintiffs explain in detail how the features of one of Bombardier's
parts evidences a “prima facie case of patent infringement of daim 1" of Paintiffs patent. 1d. at Ex.
10, Pls’ letter of June 16, 2003. Thereis no evidence that the Bombardier part did not fal within
“Claim 1 of the'637 patent.” Defendant aso offers no evidence that any other statement contained in

Plantiffs letter is untrue.

Defendant aso dleges that Plamntiffs “have defamed QML.” (Def’s Answer at ] 23.)
However, there is no merit in Defendant’ s defamation claim, because Plaintiffs |etters do not reference

QML, and do not contain fase statements.

Defendant argues that Plaintiffs demongrates “bad faith” because Plaintiffs alegedly “were
aware that QML had alicensg’ to make the partsthat it sold to Daimler Chryder and Bombardier.
(Def.’sOpp'nto Pls’ Moat. to Dismissat 4.) Defendant argues that Plaintiffs sent the letters “ despite
their knowledge that there could be no infringement by virtue of Plaintiffs having granted QML alicense

to practice the patented process.” 1d. at 11.

However, there is no evidence that before sending out the letters Plaintiffs were aware of
Defendant’ s involvement with the customers because the | etters do not reference Defendant or
Defendant’s GAIN unit. Furthermore, Defendant can not demondirate “bad faith” because it has not
proven that Plaintiffs “knew” there was no infringement when it sent the letters. Defendant has not
provided affirmative evidence of bad faith. Therefore, Defendant’ s state law Counterclaim for Tortious

Interference with Business Relations must be preempted by federa law.
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3. Noerr-Pennington Doctrine

Alternatively, the Noerr-Pennington doctrine dso bars Defendant’ s counterclam. The Firgt
Amendment of the United States Congtitution provides that people have aright “to petition the
Government for aredress of grievances.” U.S. Congt. amend. I. The Noerr-Pennington doctrine,
based on the right to seek redress in the courts, provides that a party “may not be subjected to liability
for its attempt to have its rights protected by the courts unless that attempt is shown to have been a

mere ‘sham.”” Pennwalt Corp. v. Zenith Lab., Inc., 472 F.Supp. 413, 424 (E.D. Mich. 1979); citing

E. R.R. Presidents Conference v. Noerr Motor Freight, Inc., 365 U.S. 127 (1961).

The Michigan Court of Appeals stated that the Noerr-Pennington doctrine “bars litigation
arisng from injuries received as a consegquence of the First Amendment petitioning activity, regardiess
of the underlying cause of action assarted by the plaintiffs”” Azzar v. Primebank, 198 Mich.App. 512,
517 (Mich. Ct. App. 1993). Additionally, that Court fither interpreted the Noerr-Penmington dootrine
to protest a defendant from plaimne aricing from a threat to file a lawsut. Pentwalt Corp. v. Zemth Lab
472 F.Supp. 418, 424. Inlight of Pennwalt Corp., Plantiffs are immune from liability because the
Plaintiffs letters proposed a potentia lawsuit to Defendant’ s customers. Therefore, the Noerr-

Pennington doctrine bars Defendant’ s counterclaim for tortious interference with a business relaionship

"1 raise the Noerr-Pennington doctrine only as an dternative reason to dismiss Defendant’s
counterclaim because | recognize that circuits appear to be split over whether to recognize the doctrine
asadefense to alawsuit, see Theofel v. Farley-Jones, 359 F.3d 1066, 1078 (9th Cir. 2004), or
whether the doctrine provides a party with immunity from alawsuit. Freedom Holdings, Inc. v. Spitzer,
357 F.3d 205, 233 (2d Cir. 2004); see aso Pennwalt Corp. v. Zenith Lab., Inc., 472 F.Supp. 413,
424 (E.D. Mich. 1979). | beieve that Pennwalt Corp. correctly finds that a party isimmune from
lighility.
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aridang from Plantiffs |etters to Defendant’ s cusomers.

The Supreme Court created a narrow “sham” exception to the Noerr-Pennington doctrine.

Eaton v. Newport Bd. of Educ., 975 F.2d 292, 298 (1992); citing City of Columbiav. Omni Outdoor

Advertisng, Inc., 499 U.S. 365, 379-84 (1991). The “sham” exception to the Noerr-Pennington

doctrine gpplies where a plaintiff files a groundless lawsuit “to harass and injure’” a defendant.
Peswralt Corp., 472 F.Supp. a 424. Plantiffs letters do not demongtrate that the alegation of a
possible infringement claim was amere “sham.”  Furthermore, Defendant does not provide evidence
that Plaintiffs sent |etters to Defendant’ s customers for an improper purpose. Therefore, Plaintiffs

actions do not fall within the exception to the “sham” exception to the Noerr-Pennington doctrine.

Defendant’ s state law Counterclaim for Tortious Interference with Business Relationsis
preempted by federal law. Furthermore, the Noerr-Pennington doctrine aso bars Defendant from
bringing this counterclaim. Thus, | GRANT PFaintiffs motion to dismiss Count One of Defendant’s

counterclaim.

E. Plaintiff’s Motion to Dismiss Count Two of Defendant’s Counter claim (Feder al Unfair

Competition)

Defendant aleges aclam of federd Unfair Competition in Count Two of its Counterclaim.
Specificaly, Defendant reasons that this claim arises from PM T’ s contact with “QML’s customers and
potentia customers, and fasdy Stated that certain products manufactured by QML could not be
manufactured in away that did not infringe [Plaintiffs] purported patents, and that QML isinfringing

[Plantiffs] patents” (Def.’s Answer at §27.) QML contendsthat PMT falsdy stated to these
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customersthat “QML does not have aright to use the GAIN unit or to practice the GAIN processes.”
Id. a 128. QML clamsthat PMT made these statements “in a bad faith attempt to injure QML’s
reputation in the marketplace” Id. a 129. QML clamsthat Plaintiffs “representations were fase,
made in bad faith, and intended to create confusion, mistake and deception among customersin the
trade and to divert customers of QML and were made willfully by [Plaintiffs] with the intent to

decaive” |d. at 1 30. Defendant aso dleges that as aresult of Plaintiffs “fdse gatements,” “QML has

suffered damages and will continue to suffer injury and harm.” 1d. at 1132.

Count two of Defendant’ s counterclaim aso arises solely from the January 29, 2003, and
Junel6, 2003, letters that Plaintiffs sent to Daimler Chryder and Bombardier. (Def.’sOpp'nto RIS’

Mot. to Dismissat Ex 9 and 10.)

The basis for Defendants Counterclaim for Unfair Competition is 843(a) of the Lanham Act,

15 U.S.C. 81125(a). Section 43(a) provides:

(@) Any person who, on or in connection with any goods or services, or any
container for goods, uses in commerce any word, term, name, symbol, or
device, or any combination thereof, or any false designation of origin, fase or
mideading description of fact, or fase or mideading representation of fact,
which —

(B)  incommercid advertising or promotion, misrepresents the nature,
characterigtics, qudities, or geographic origin of hisor her or another
person’ s goods, services, or commercia activities,

shdl beliablein acivil action by any person who bdievesthat he or sheisor is
likely to be damaged by such act.

15U.S.C. 81125(a). Section 43(a) serves asthe basis for clams generally known as “fase
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advertiang,” “trade libd,” and “product disparagement.” Zenith Elec Corp. v. Exzec, Inc., 182 F.3d
1340, 1347-48 (Fed. Cir. 1999); citing 4 J. Thomas McCarthy, McCarthy on Trademarks and

Unfair Competition 827:10, at 27-19 to 27-20 (4th ed. 1998)).

To prevail on aclam under 843(a), a plaintiff must establish that: (1) the defendant has made a
fase or mideading statement of fact concerning his product or another’s; (2) the statement actudly or
tends to deceive a substantid portion of the intended audience; (3) the Satement is materid in that it will
likely influence the deceived consumer’ s purchasing decisons,; (4) the stlatement was introduced into
interstate commerce; and (5) there is some causa link between the chalenged statement and harm to

the plaintiff. Herman Miller, Inc. v. Palazzetti Imports and Exports, Inc., 270 F.3d 298, 323 (6th Cir.

2001); Zenith, 182 F.3d at 1348. A dtatement may be “mideading” if it is“literaly true, yet deceptive.”

Herman Miller, 270 F.3d at 323. Statements of opinion are not actionable. Am. Council of Certified

Podiatric Physicians and Surgeonsv. Am. Bd. of Podiatric Surgery. Inc., 185 F.3d 606, 615 (6th Cir.

1999).

Marketplace representations of patent infringement may form the basis of aclaim under 843(a),
but only if such marketplace representations were made in “bad faith.” Zenith, 182 F.3d at 1353
(“before a patentee may be held liable under §43(a) for marketplace activity in support of its patent,
and thus be deprived of the right to make statements about potentia infringement of its patent, the
marketplace activity must have been undertaken in bad faith.”) See dso Golan, 310 F.3d at 1371
(“patentees do not violate the rules of fair competition by making accurate representations, and are

alowed to be inaccurate provided they make them in good faith.”) The requirement of “bad faith” “isin
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addition to the elements required by 843(a) itsdlf, as 843(a) aone does not require bad faith.” Zenith,

182 F.3d at 1353 (citations omitted).

The law “recognizes a presumption that the assertion of a duly granted patent is made in good

fath.” Springs Window Fashions LPv. Novo Indus, L.P., 323 F.3d 989, 999 (Fed. Cir. 1998);

quoting Golan, 310 F.3d at 1371. Inlight of the presumption of good faith, the Federd Circuit has held
that “[t]o avoid summary judgment, a party claiming bed faith patent enforcement ‘ must present
affirmative evidence sufficient for a reasonable jury to conclude that the patentee acted in bad faith, in
light of the burden of clear and convincing evidence that will adhere at trid.’” 1d. Therefore, inthe
present case, Defendants must present “affirmative evidence’ that Plaintiffs acted in “bad faith” when

Plaintiffs sent out the letters regarding their patent to Daimler Chryder and Bombardier.

As discussed above, Defendant has not identified false or mideading statement contained in
Faintiffs letters. Nor has Defendant provided affirmative evidence that Plaintiffs sent out their |ettersin
“bed faith.” Defendant has failed to raise any issue of materia fact asto its unfair competition

counterclaim.

Additiondly, | find, in the dternative, that the Noerr-Pennington doctrine bars this counterclaim.
(See supra Section 11.D.3.) As stated above, Flantiffs are immune from liability because the Plaintiffs
|etters proposed a potential lawsuit. 1d. Therefore, the Noerr-Pennington doctrine bars Defendant’s
counterclam for unfair competition arisng from Plaintiffs |ettersto Defendant’s cusomers. Thusl

GRANT Paintiffs Motion to Dismiss Count Two of Defendant’s Counterclaim.

I11. CONCLUSION
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| VACATE my previous opinion and order® issued July 30, 2003, and | find that Defendant is
able to demondtrate that Plaintiffs granted Defendant an implied license by equitable estoppe to use the
patented process and possess the GAIN equipment and/or components. Furthermore, | GRANT
Defendant’ s origind Motion to Dismiss or for Summary Judgment on Plaintiffs Converson, Unjust
Enrichment and Patent Infringement Clams.  The following motions are now moot: Plaintiff’s Mation
for Summary Judgment on Counts One (conversgon) and Two (unjust enrichment) of the Complaint;
and Plaintiffs Motion for Partid Summary Judgment on (1) Defendant’ s Affirmative Defenses No. 4
(common law fraud or misrepresentation) and 10 (implied and/or express license); and (2) Count Three

of Defendant’s Counterclaim (estoppel).

Finally, I GRANT Plamtiffc’ s Motion to Dismiss Count One (torticus mierferense with
advantageous business relations) and Two (unfatr sompetition in viclation of 15 U.S.C. §1125(a)) of

Defendant’s Comnternlaim

IT ISSO ORDERED.

8 Mdealtd. v. Qudity Models L td. opinion and order issued July 30, 2003 granting in part
and dismissing in part Defendant’ s Motion for Dismissal and Summary Judgment. No. 03-71338 (E.D.
Mich. July 30, 2003).
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]

John Feikens
United States District Judge

Date: November 12, 2004
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